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BUDGET RESOLUTION/Asset Sales, Corporate Tax Deductions

SUBJECT: Senate Concurrent Budget Resolution for fiscal years 1997-2002 . . . S. Con. Res. 57. McCain/Domenici
amendment No. 4035 to the Bumpers amendment No. 4013.

ACTION: AMENDMENT AGREED TO, 98-0

SYNOPSIS: As reported, S. Con. Res. 57, the Concurrent Budget Resolution for fiscal years 1997-2002, will balance

Federal budget in fiscal year (FY) 2002 by slowing the overall rate of growth in spending over the next 6 ye:
to below the rate of growth in revenue collections. The rate of growth in entitlements such as Medicare, Medicaid, tam#fiesto F
with Dependent Children program, and the Earned Income Credit will be slowed. No changes will be made to the Social Sec
program, the spending for which will grow from $348 billion in FY 1996 to $467 billion in FY 2002. Defense spending will b
essentially frozen at its present level.

The Bumpers amendment would add that for the "purposes of any concurrent resolution on the budget and the Congres
Budget Act of 1974, no amounts realized from sales of assets shall be scored with respect to the level of budget alatymrity, oL
or revenues."

The McCain/Domenici amendment to the Bumpers amendmentvould strike all after the first word and insert
sense-of-the-Senate language on the elimination of corporate tax subsidies. It would then insert binding language ke prohik
scoring of asset sales that eventually would lead to a net loss of revenue for the Federal Government. More specifically
amendment would express the sense of the Senate that this budget resolution assumes:

o the Federal budget contains tens of billions of dollars in payments, benefits, and programs that primarily assist pgofit-ma
enterprises and industries rather than serving a clear and compelling public interest;

® corporate subsidies can provide unfair competitive advantages to certain industries and industry segments;

® at a time when millions of Americans are being asked to sacrifice in order to balance the budget, the corporate sector sl
bear its share of the burden; and

® Federal payments, benefits, and programs which predominantly benefit a particular industry or segment of an industry, r

(See other side)
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than provide a clear and compelling public benefit, should be reformed or terminated in order to provide additionaldax relief
deficit reduction or to achieve the savings necessary to meet this resolution’s instructions and levels.

On asset sales, the amendment would only permit the scoring of revenue gained from asset sales to the extent that such revenue
exceeded present and future losses of revenue that would come from those asset sales. For example, if an asset likg a power pla
generated revenue for the Government, the revenue foregone in present and future years would be subtracted from the funds gaine
from selling the power plant before scoring the sale.

Those favoringthe amendment contended:

The McCain amendment has two parts. The first part would express the sense of the Senate that Federal payments, benefits, and
programs that just benefit a particular industry or a particular segment of an industry without providing any clear orgpuoiyili
benefit should be eliminated. Such subsidies unfortunately exist, and they are costly. The Cato and Progressive Pelicy Institut
joined forces to identify unjust corporate subsidies, and came up with a list of 125 Federal programs that subsidizéustriesis in
to the tune of $85 billion every year. The Progressive Policy Institute then created a separate list of unjustified tax foophol
businesses that add up to an additional $30 billion per year. In these very tight fiscal times, when one meritorious fgrogram af
another is being trimmed back in an effort to balance the budget, Senators have a moral obligation to get rid of this porkbarre
spending for rich corporations.

The second part of the amendment would address the issue of asset sales. The proceeds from the sale of assets that would have
generated more revenue over the long-term for the Federal Government if they had not been sold would not be used in budget
calculations. For instance, if $100 million in revenue were gained from the sale of a power plant that generated $5@nlyillion ye
for the Government, that $100 million would not be scored because within 3 years the Government would lose a net of $50 million
The losses of income would be scored still--obviously that $150 million over 3 years would be revenue that the Government was
no longer collecting. Just as obviously, whether the money was scored or not, the Federal Government would still have the $100
million. If the scored budget balance had a deficit of $100 million, the budget would really be balanced--no money wauld have t
be borrowed. Only on paper, as required by this amendment, would the budget be out of balance. Though this formulation seems
dishonest, it has a very valid purpose. Refusing to score sales that would cost the Government money over the long-tepm would s
Members from making such damaging proposals. They would no longer have the incentive of being able to take the short-term gain
of claiming the budget would reach balance when they knew that in the long-term they were creating problems by cutting revenue
in the out-years.

On the other hand, they would still appropriately be encouraged to make asset sales that would generate revenues now and in the
future. For instance, leasing land in the Arctic National Wildlife Refuge (ANWR; such leases are counted as sales) doatmiexpl
would generate a small amount of revenue instantly, and potentially billions of dollars in royalties eventually if oilmeere fou

Our colleagues who oppose asset sales are mostly concerned about leasing in ANWR. They do not oppose that leasing because
they think it will lose money. Instead, they oppose it for environmental reasons (those reasons are invalid; see votiNect146).
they fear that it will generate a tremendous amount of revenue for the Government, leading to greater oil exploration and
development.

The only real problem with the scoring of asset sales is addressed by this amendment. This amendment also appropriately
expresses the sense of the Senate on getting rid of unjustified tax loopholes. We urge Senators to join us in votiog in its fav

While favoring the amendment,some Senators expressed the following reservations:

The McCain amendment would do some good, but it still would not correct the fundamental problem that when assets are sold,
they only make the budget look better for the year in which the revenue is collected. For that reason, income that vellmot com
steadily year after year should not be counted when deciding if a budget is in balance. All the McCain amendment would do is
prohibit the scoring of proceeds from asset sales that would lead to a financial loss by the Federal Government oventhe long r
Asset sales that produced one-time gains that did not then lead to losses would still be scored. The McCain amendmégnt is thus o
a partial solution. Senators should vote for it, and should then join us in voting for the Bumpers amendment to follovauehich w
provide a complete solution.

No arguments were expressed in opposition to the amendment.



